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HT SITOATION IR ICELAND
I. Jwo wasic factors determine Iceland’s foreigm relations.

A. lcelapd's jeslous cowcern over its sovereignty.

i. Jceleed gained final independence ounly inm 1044,

Z. ‘The 147,000 icelanders are fisrcely detersined to
protect their culture agsisst forelgs iallusace.
L Mmtﬁtﬁﬁ%amma threat fo

their mational culture.
#., Jveland’'s great dependence on foreign trade,

(See Appendix 1! Dats on Iceland’s Forelgn Trade)

i. Icelsad bas lavrgest per capita foreigh trade of asny
{rganizstion for Bxropean Econonic Ceoperation
(GEBC)* country.

Z., GHetween 20 sad 85 percent of lcolzad‘s foreign trade
earnings come frow fist and fish exports,
{See Appendiz II: Bats on Icelsnd's Pishing Industry)

Ii. Dispute with Sritain Gpsets Normal Fish Raports.
A, Territorisl waters dispute causes Moycott of lceiand's

fisk by Britizh interests.

¥. 1iIn Merch 19868 Iceland proclaimed its torritorial wmaters
would henceforth be defined by a 1lioe four sautical
mlles out from the farthest peiants of the coast,
islapdn, and rocks., All forelgn fishing sctivity
forbidden inside line drawn frem besdland to besdland,

* The OERC countries sre: Austria, The Bnligise-luxembourg Economic
Yoion, Denmark, France, Wostera Gersany, Ureecs, lcsland, Irelssd
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a. This area includes Faxs Bay off the svuthwest
coast, hitherto an important fishery for Hritish
fishermen.

2. 1I=a mw lﬁﬁﬁ sritish fishiang iaterests retaliated

By t#f’&ﬁiﬂ&; ta sllow Icelandic catches of fresh-

tisk-on~ice to be landed in British perts. This b

is 8till largely in efiect.
3, As a vesult, ia 1953 Icelsnd axported to Byitain esly
| $100,000 worth of fresh fish, contrasting with

exports of this product.
4, In Bawveh 1853, British govermment proposed referral
of Faxa Bay dispute to Intersational Court.

a. icelasd agreed, provided Britain recognized
four-zile limit snd lefted boycoit while Court
considering the dispute.

b. Britain rejected this in ¥ay, amxi there
essentislly the matter rested,

#. Econowic impeet of British boycott mitigated by varicus
fnctors:
i. During 1853, leeland found new gmaskets:

a. In Higeris for malt and stock (dried) fish
progessed from the Iresh fish which were formerly
zold to thbe United Kingdom.

5. lcelnnd also sxpanded 1iis exports te West Carmany,
7ipiand, Portugal, ipsin, and Swedea. (Un the
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3. taring 1053, the United States paid 34,350,000

n “specisl resources to the Emropean Paymeuvis
tnioe to balapce Iceland's EFU deficit. Never-
theless, leeland’s ¥VU defleit increased.

2. fSpendiag by the US leeland Defexnse Force rose

to $13,500,000 during 1953, in 1953 such
spending totalled $3,700,000. (See Appendix
I1f: US Ald to icelund)

4, @m 1 &a@uﬁt xﬁas, iceland sigeed an agreesent

with the ﬁﬁ&ﬁ, renswing trade relations which
had been terminated in 1848,

1ii, lceland's Welwtious with the UESE,

&

$tw

#agt pattern of trade relations.

L.

e
.

The
1.

in 1843, =il
iz 1947, USSR took almoat 20 percent of Iceland’s

exports,

in 194953, USSR took no lcelandic exports,

1853/54 trade agreement provided:

YSSE womld take sbout 28 percent of Iceland’s

exporis, or sbout $9,800,000 worth, over following

i2 months,

2, Exports in last five months of 1853 actually
awcunted to %3,300,000.

USSR agreed to take -~ at prices not specified:

21,000 tons of frozen fiah filletis

16,500 tons of sxlted herrving
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&,  UASR agreed to furnisb lcelsnd’s total ansuml ro-~
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suirements of 200,000 teans of liguid fuels (except
for aviation gascline), cesent, a3 substastial part
of its graia, and considerable smeunts of pipe and
stewl. For tbhese commodities Icelawd norsally
Bgs to spond dollsys and sterling.
¢, iIn June 1954, loceland and the Soviet Uniou recewed
their trade agreement for tho period fres 1 Juane 1854
har 1953, |

tﬁ 31 -v T e
1. Under this pew agresment the USSR i to buy over an
18 wonths peried sbout 20 percent of iceland's

AP T it LR 40

total fish ocatech, sgan&iinaily:
35,000 toas of froges fish fillets
21,000 tons of salied bavrriag
2,000 tons of frosen herving
2., The PBEK is reportedly to intresse its shipments
of oil, grain and setal producis to Iceland.
a. lceland bas not yet agreed to delivery of oil
by Soviet tankers,
51, Increased lecelandic trade with the rest of the Urbit
is alse ia prospect.
i. an agreement with Bumsnia extesding through 1858
and ilavolving oil, cereals and cemeunt but of no

specific quotas, Was signed in April.

T
Rex

. keamsiiile, the USSE hes cultivated cultural relations
with Iceland sssiduously.
1. iroupes of Soviet artists bave toured Icelsnd,
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4%, Comeualsts mave used their presesce te ewnpbasize
that the Soviet Union makes no military demaads
o iceland,
¥. &may Icelanders are cosvinced that HZast-Vest teansions
have eased substantially.
i¥, Iceland’s relations with the U3,

4. Tae large US base esitablished under the bilateral defense
| agreement of iP5l inflamed the aati foreigsn seuntiment of
icelandie aatiomalists.
&, 4after six sonths of uegotistions, the United States and
fzeland agreed in Sy 1954 to revise the details eof
the 1951 agreement. Najor points:
i. The eceiling on Smerican troops to be allowed on the
islacd was raised froa 3,900 to 6,300, and the
United Etates i3 to coastruct new port fecilities

needed for logistic support.

[
.

The lcalanders ave to asuuse as fer a&s possibles the
defensme construction activities.
3. The movemeats of Americas persohnel cutaslde agreed
sreas are to be ferther limited.
. On 7 July Iceland received with great plessure the news
that President Bisenbower had disapproved the UE Tarifs

Lommissioe's recon

mendationas for restricted guotas amd
increased duties ou Ifreogen fiah Tillets,

#, o 1D July, iseland's foreign mizister warned tie American
tharge of bnforesees conseguences” if tﬂé United States

ook the lesd ip the next United Nations General Assembly
Approved For Release 2000/08/30 : CIA-RDP80R01443R000200380010-9 -

SFCRET




Approved For Release 2000/@&{%§:§A-RDP80R01443R000200380010-9
o, AES B =3

R By

ia vpposing Iceland's position on the mecesslitly of

protecting fTisbing rights over its continental ehkelfl,

¥, drsaditivaally ithe United States has sdbhered in
prinseiple to the 3 mile limit of territorial waters
aad opposed the inclusion of large bays withic
territorial waters.

s. For political reasons, hewever, the Usited States
has refraised fron supporting Sritain, ie the
intter’'s apecific dispute with lcelsnd.

b, The Geperal issembly's Intersstional law
Compission issued in 1583, as part of 2 larger
leng-terw codifiontion of the law of tde high
sess and territorial waiters, & dralt report on
the contivental shelf snd fisheries.

i. Jesland then successfully opposed the Assembly’s

coasidering this draft zatil the whole report
spould be completed.

ii. The American positiaen hes been ihat the
Siaeral Assesbly should consider the section
of the report already completed.

2. The Icelandic foreign minlster told the American:
charge that the prime sinister was "particularly
upsel by the American desire to have the General
supenbly discass tbhe issue of the continental abelf
and Tisheries, and thmt both govermmeunt parties
{Conmervatives and Frogressives) saw sys-to-eye on
thia issue.

2. Trawler ocwnsys are, ia fact, leadiag members of
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tite Coaservative Jarty, the sajor eleseat in the
governseut coslitios and stauchest supporier of

250 and the Tefense Agressecst.

£. 5 peparate maiter of detail curresntly under discussion
setwesn the ¥4 and lcelansd is the proposed delivery of
il by Seviet or sovist-chartared tankers.

1.

Za

3.
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The loelsndic reserve storage tanks are at bvaltjordur,
which is withis area sgreed on for Amevican gse.

The U5 hes expressed sirong oppositioan to Soviest

nil deliveries st Svalfjordur, but Las iodicated
reluctsnt acceptance of Reykjavik.

the Icelandic Forelgn minister told the American
chargs on 24 July that the leelandic goversment had
20t yet resched a decision on dwvalfjordur deliveries.
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